Abstract. Based on the panel data of China's 31 provincial from 2005-2012 the paper using the spatial panel model to study the China's urbanization impact on domestic demand.
The origin of the problem
The number of population which live in town for long time increased from 70 million to 730 million from 1978 to 2013,and the urban population increased from 17.9% to 53.7%, with an average annual increase of 1.02 percentage points. The number of cities increased from 193 to 658, and the number of town which establish by government approve increase from 2173 to 20113. At present, the rate of China's resident population urbanization is 53.7%, the rate of household population urbanization is only about 36%, not only much lower than the average level of 80% in developed countries, but also below the developing countries for 60% which have the similar average income with our country , it still have a large space for development. With the rapid development of China's economy,China's urban and rural incomes also increased rapidly, but they have different growth tendency between urban and rural.China's per capita disposable income of urban households from 343.4 yuan in 1978, increased to 24564.7 yuan in 2012, an average annual increase of 13.38%,China's per capita net income of rural households from 133.6 yuan in 1978, increased to 7916.6 yuan in 2012, an average annual increase of 12.76%. China's urban and rural residents Engel coefficient from 57.5% and 67.7% in 1978, down to 36.2% and 39.3% in 2012.So, whatever from the absolute number of income or growth rate, or from the Engel coefficient of view, China's urban consumption is better than rural areas, while the gap between urban and rural consumption is enlarging. In a sense, China open the domestic consumer market, expanding domestic demand for driving the domestic rural market or farmers' consumption by the urbanization strategy. The national new urbanization strategy is an opportunity for this paper, with China's reform and opening up as well as the process of market s depth,the economic links between regions are becoming closer day by day, the economic factors have radiation effect on each other in space,therefore, using the spatial econometric model to research the impact of urbanization on the expansion of domestic demand.
Index selection and model setting
Indicator selection and data description. This paper involves two variables: urbanization and domestic demand. In the selection of indicators, urbanization rate (URB). As domestic demand mainly includes investment demand and consumption demand, the domestic demand in this paper refers to domestic consumption demand, this paper chooses the consumption rate (CS). In order to explore the regional differences and effects of expanding domestic demand in urbanization fully, this paper leads into four control variables, which include the proportion of the industrial structure (CJ, the ratio of the output value of the secondary and tertiary industries to the total output value), the level of economic development (the logarithm of the data, LNGDP, GDP per capita, the ratio of the primary industry output value to total output value), social security level (LSS, the ratio of social security expenditure to GDP) and per capita net income of farmers (this paper takes the logarithm of this data, LNSR, per capita net income of farmers).
The data in this paper comes from the "China Statistical Yearbook" from 2006 to 2013,this paper selects the statistical data of 31 provinces, municipalities and autonomous regions from 2005 to 2012, and completes it by software Matlab and Geoda. descriptive statistical results in Table 1 . Table 3 ).The test results showed that Wald_spatial_lag and LR_spatial_lag statistics were 5.382 and 6.6783, with the probability values of prob_spatial_lag were 0.3711 and 0.2457, the original assumptions are accepted at the 1% level; Wald_spatial_error and LR_spatial_error statistics were 5.8622 and 6.9946,with the probability values of prob_spatial_lag were 0.3199 and 0.221,also under the significance level of 1% to accept the null hypothesis.It can be concluded that the spatial error model is more consistent with the objective description of this paper.In order to compare the robustness of the model estimation,the article also gives the spatial lag panel estimation results of the model. According to different control space and time effects of two kinds of non observable effects, which are divided into four kinds namely no fixed effect (nonFE), time fixed effects (tFE), spatial fixed effect (sFE), space time fixed effect (stFE). In parentheses is the t statistic.* , * * ,* * *, *respectively, through the 10%, 5%, 1% level of significance test. The following table is the same. Spatial error model regression results show that the level of domestic demand in a certain province is affected not only by the level of domestic demand, but also by the level of domestic demand in neighboring provinces.The regression coefficient of W*CS(v) is 0.55097, and through a significant test of 1% level.The level of urbanization has a positive effect on expanding domestic demand.The urbanization level of expanding domestic demand of regression coefficient is 0.513499,through the test of the significance of the level of 1%,this suggests that every 1% increase of urbanization level, can drive the domestic demand 0.513499% improvement.There is a negative relationship between the level of economic development and the expansion of domestic demand.The two showed a negative correlation, the correlation coefficient was -0.3722, indicating that under the premise of the other conditions unchanged,1 unit per capita GDP increase, the domestic demand will reduce 0.3722 units.For the level of the industrial structure has a significant positive influence to expand domestic demand.Regression results show that the level of industrial structure and expand the domestic demand of regression coefficient is 0.323764, through a 1% significance level.Per capita net income of farmers for the promoting function of expanding domestic demand is weak.There is a positive correlation between the per capita net income of farmers and the domestic demand, the regression coefficient is 0.186952, indicating that the per capita net income of farmers increased by 1 units, the domestic demand will rise by 0.186952 units..
Result analysis
The level of social security has a negative impact on the expansion of domestic demand.According to the regression results, the regression coefficient of social security level and domestic demand is -0.2851, which has passed the 1% significance level test. 
Conclusion
Based on the 2005-2012 China's 31 provincial panel data, in the inspection of urbanization in China to expand domestic demand, on the basis of whether there is a spatial correlation,using spatial econometric model and studying the urbanization impact on expanding domestic demand.The conclusions are obtained as follows.
First, there is obvious spatial dependence of domestic demand in china. The spatial correlation between the expansion of domestic demand in China is increasing, and the phenomenon of expanding domestic demand is obvious. Therefore, we should take full account of the spatial linkage effect between provinces.When the government plans to expand domestic demand,Should give full play to the expansion of domestic demand spatial spillover effect,Strengthen exchanges and cooperation between regions,promote the trans-regional flow of resource elements and agglomeration,and To achieve the maximum allocation of resource elements, the farthest radiation.
Second, the level of urbanization, the level of industrial structure and the per capita net income of farmers have a positive effect on the expansion of domestic demand, and the level of urbanization and the level of industrial structure play a more important role in expanding domestic demand. The per capita net income of farmers has a weak role in promoting domestic demand, which is worthy of attention.
